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CTORS AFFECTING INTEREST RATES AND OTHER 
CHARGES ON SHORT-TIME FARM LOANS. 


By C. W. TuHompson, 
Specialist in Rural Organization. 
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INTRODUCTION. 


There are wide variations in the interest rates and other charges 
id on short-time loans by farmers in different sections of the 
Jnited States. The extent of the variations between States is indi- 
ated by the diagram, Plate I, which shows for each State the aver- 
"age interest rate and the average total cost for loans to farmers on 
"personal security, as obtained from reports received by the Office of 
rkets and Rural Organization. Variations inside the State boun- 
ries are shown by the table on page 3, which gives the same aver- 
es for districts or subdivisions within the States. The districts 
erred to in this table are shown on the map, Plate II. 

_ The extent to which extra charges of one kind or another affect the 
ost of short-time loans to farmers is indicated by the diagram and 
he table. It will be seen that these charges are especially high in 
€ Southern and the Rocky Mountain States. The relatively large 


ry 


OTE.—This bulletin discusses the reasons for variations in interest rates on short-time farm loans, 
Og special attention to those causes of variation which can be modified by individual or collective 
on. 
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figure shown for extra cost in North Carolina is due, in part, to the fact 
that with a legal interest rate of 6 per cent the lenders of that State 
have made up in extra charges what the State law does not permit 
them to charge as interest. In some cases the difference between the 
interest rates shown in the table and the estimated total cost may be 
explained by the fact that interest is reckoned for a full year on a loan 
which actually runs for only 9 or 10 months, though more often the 
extra charge takes the tangible form of a bonus demanded ty the loan 
agent in payment for his services in “‘getting the money” or of a fees 
for making out the papers. Especially in connection with loans on 
chattel security is there likely to be considerable expense for making 
out papers, recording the chattel mortgage, etc. In general, how- 
ever, the extra cree are small where the interest rates are low, and 
vice versa, so that the variations between drfferent sections of the 
country may be considered either on the basis of the nominal interes 
rate alone or on the basis of the total cost. 

No simple explanation will account adequately for these variations 
between one State or district and another. While some of the 
factors involved are essentially natural conditions and are not readily 
subject to change, others have been brought about primarily by 
human agencies and may be modified considerably through voluntary 
action. It is realized that any improvement in the farm-loan situa- 
tion must be secured mainly through the. modification of conditions 
controlled by human agencies. Therefore, while some attention 
should be given to natural conditions in order to show their impor- 
tance as factors affecting interest rates and other charges on short- 
time loans, the purpose of this discussion is primarily to show some 
of the ways in which conditions actually are being modified so as 
to enable the farmer to obtain better terms. 


IMPORTANCE OF NATURAL CONDITIONS. 


Climate, contour of the land, and soil are, for the most part, natural 
conditions and, in the order mentioned, exert a relatively permanent 
influence upon the interest rates and other charges on short-time 
loans. Soil and to a less degree contour are subject to modification 
as the result of human activity. Much of our soil has been impov- 
erished through a continuous one-crop system. Sandy hillsides, 
through open cultivation, often have been washed into gullies. 

Because of the relative permanency of climate, contour, and soil 
it is necessary to adapt farming methods and systems to these 
factors rather than to attempt any material modification in the 
natural conditions in the interest of any particular farming need. 
Through the influence which they exert on farming and the results of © 
farm business, however, they become important factors indirectly 
affecting interest rates on short-time farm loans. The influence of 
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these factors may be noted in a comparison of the district averages 
for the cost of short-time loans -as shown in the table below. The 
rapid rise in interest rates as one proceeds westward within the 
States of Kansas, Nebraska, South Dakota, and North Dakota 
‘illustrates clearly the effect of diminishing rainfall. The fact that 
the rates are lower in northern Illinois than in the southern part of 
the State is accounted for partly as the indirect effect of soil condi- 
tions, while the lower rates prevailing in the northwestern part of 
Minnesota (the valley of the Red River of the North) in contrast with 
those existing in the north-central part of the same State are indi- 
rectly explained as the effect of the soil and contour conditions of 
these regions. 

While the effect of natural conditions on existing interest rates is 
thus apparent, and while the natural conditions themselves appear 
‘to be relatively permanent, it does not necessarily follow that interest 
rates must continue to vary to the extent shown in the table. For 
the disadvantages of certain natural conditions have been offset in 
some measure in certain regions by the adoption of farming methods 
and practices adapted to the given conditions. It is believed that, 
as a result of continued study and experiment, there may be further 
improvement of this character in regions where natural conditions 
are relatively unfavorable. 


Loans to farmers on personal security—Average rates for interest and for total cost, by 
States and districts. 


Loans on personal Loans on personal 
security. security. 
Geographic division, State, |__—_~+-—___||_ Geographic division, State, aa 
and district. Average | Average and district. Average | Average 
- interest total interest total 
rate. cost.! | rate. cost.t 
| 
NEW ENGLAND. MIDDLE ATLANTIC—continued. | 

_ ATCC SAS See eee ee 6.5 7.7 || Pennsylvania—Continued. 
New Hampshire. ..........-.. 6.0 6.4 Districtioe 222 bs. so en. 5.8 6.6 
BROT OMG Pe oe cleo hoy SaaS 5.9 6.4 DIStRICH Oh tel hee epee a 6.0 7.8 
Massachusettis.:.. 5.25. -2-..-. 6.0 6.5 DISETI CHW eee ae ncaa 5.9 7.4 
EVHOGenISIAN Gs. <coec)aid eset ane 6.1 dock: Districh8s-- 3 4 Sees 5.6 7.1 
SONNECHICUbe: < oc68 3 eset a 5.9 6.2 Districh922 3-2 penne erect Ded 6.4 

MIDDLE «ATLANTIC. EAST NORTH CENTRAL. 
BRE VR YIOLKS 522). fakes eee 5.9 TAOS RONIO Naot res - Ne eee eae 6.4 We2 
DISUMI Ch Ee easiest oe eisiss-i5 5.8 6.5 DAIStTIC tule ee ae eee ee 6.9 7.9 
ID NSTIPOR DIE 2 ae ea ee ae 6.0 6.6 IDISUTICH Zee sos Ses ; 529 6. 2 
SiC GARY eee secu e 6.0 G3 DiStrichoress etre nc eee acs 6. 2 7.1 
NOASUNI Gl; oie ee cece eece 5.9 6.5 IDIStTIC WARS ee ere rae 6.4 6.9 
WD aSHMeG ON a Sho Vee ee 5.9 7.4 IDISGRIC ORF Nee eh eee eevee 6.5 deel 
ADISUMN Gigs eee yee 6.0 (pal DIStriChOM sae eee 6.2 6.7 
TOTES ETE GH SE) SNP a aU 6.0 WZ, IDIStTICh Weteeeewaaes ose 6.3 6.9 
DISURIC OMe Se sie eis tien 3 6.0 (al DIStHICH Sates! suis omer 7.0 7.2 
MlownNersey 2.0 5.8 6.6 DIStTICE Ot saat ee ee 6.3 6.9 
BONS Vivania. . sss 2 oo ee 5.9 Gull tindiaiae eek a See 6.9 7.6 
LODSRITHV CUT AL SS Mee ea 6.1 To DAStUIC Gea ee ees ete ae 7.1 7.5 
BISGCt PI ee 6.0 (2) DIStniChZeee! ee eee = 6.9 7.9 
LDS HUI CTT Ghee eee ea 5.9 6.2 IDistriChis tetas sea eens 6. 4 6.6 
IDISiMIGh4e oe. Gest so 6.0 6.8 DIStTIChAas aa tease Eee (sa3l 8.2 


1 Average of estimated total cost (rate per cent), including ‘‘discounts, bonuses, commissions, and 
any other extra charges,’’ as reported by correspondents. 400, 
2 Data at hand not sufficient to warrant the showing of a district average. 
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Loans to farmers on personal security—Average rates for interest and for total cost, by 
States and districts—Continued. 


Loans on personal Loans on personal 
security. security. 
Geographic division, State, Geographic division, State, 
and district. Average | Average and district. Average | Average 
interest total interest total 
Tate. cost.t Tate. cost. 
EAST NORTH CENTRAL—Contd. WEST NORTH CENTRAL—Ccontd. 
Indiana—Continued. North Dakota! 23. 203532 Ae 11.0 11.8 
IDIStHICUD == eon ose eee 6.7 7.5 DD ISGIICT eae as see ee 11.6 12.5 
Disteichb: 564. ere 6.4 6.9 DAStICE Abe ae eee ae 11.6 12.3 
IDISEHICt see ee ee eae ibe 8.3 DISEICT Sees ee see eee 10.3 11.3 
Distinct S-- 245. TS ease 7.0 7.9 District 235) josbe 2 ee 11.4 13.2 
DISEEICH ON ese eee ase 6.6 Gn Districts. Aca shaun. Gon iW y 12.0 
WMINOISH es sees seaicse eae see 6.6 7.4 DistrichiOs2*: a5 7 Sena: 9.6 9.7 
District =. s2a os. eee 6.4 6.9 IDIStriCti2 sec eee eee te 12-3 
Dastrict cae tes eee Beer es 6.2 6.7 IDistmct Seer ote ee aie AEE 1S 
DIStricth4.0e <2 = eee es 6.4 7.4 IDISETICE Oa ee sere 10.2 10.6 
Districthaa yw eke Be 6.6 VIS WOU Dakoia epee ne 9.8 10.6 
IDASGLICHD = cance er ee 6.3 6.8 DISTRICT Mee rere eee 10.7 12.4 
Wisthict G2. erste 6.7 7.4 DishiictVss 2 eee ee 9.9 11.4 
Distnctioae ea ssesse eee eee 6.9 7.8 IDISELICi eee ee ee 9.5 10.3 
DIistrichg ees. Lick eee ee 6.8 Tet DISiMICHAM LES eee eee 10.1 10. 6 
Distt CiiOh wee etree ee 7.4 9.3 IDISGRICHD Se eee ee 9.8 9.9 
Machipar 15). fees: See ge! zal 9.2 Disizies G23 os Pee: 8.7 9.1 
Dist rietel 6: ta eee eee 7.8 9.8 IDISTRICH ise ee eee 11.3 12.3 
Disthich2 -_-_-5-5=- = 2 = - 7.3 8.7 WiSECHS £2 Sh FE 11.6 12.4 
IDI nelQnhae oes easedes se 7.9 14.1 District Oo ap a2 ts ena 8.5 8.9 
Oistncha set eee 7.0 10:7) INebraskat 2-2) Se eee 8.8 9.3 
IDiK[Ho line soeesaseonensee: 7.9 11.2 IDISCRICE b= Fee eee 9.8 10.2 
IDIStLICUBER. Sse n ee ates 8.4 10.8 IDIStmCt 2 sae ree ee 9.8 10.4 
IDISEMICt eA eee eee eee 6.7 8.1 Districts... oe eee 8.5 8.8 
Distriel@sk. 2202223 eS 6.5 aap DISifictia ts See ee 9.8 10.6 
IDG ORY Boe anaccsaare sone 6.5 7.4 IDIStHIChiOn Lee ee 9.0 9. 
WiSCONSINE eases ee eee eee 6.5 7.0 Districte 2: fe 7 er 8.3 
Districhl? aaa eee 7.8 8.4 DIStLICtHi =a eee 9.5 10.4 
District: eis ee eee 6.9 7.8 IDiSthiChS=— toca eee ee 2 fo 9.9 
DistriGt 3s. =sk ss eS 7.0 8.1 Disiict DS) oossse 7.8 8.3 
DISETICW4L Pee eeer eo es 6.6 eh IAT SaS etc = ee ers aes 7.5 8.8 
IDI Ds Soudoscesoasosne 6.4 6.7 DIStUTICE INNS 2 ae eae 9.6 10. 
IDR NOEs Sogdasnacoseeose 5.8 6.3 IDistrictiD = Ae as 8.4 8.9 
DISUHICE oe eee 6.7 6.8 IDISUICL Shae eee nee ae 8.0 8.6 
DiStTICL Sse set ee wees 6.2 6.3 DIS LTC ATMEL Oe ee 10.2 (2) 
Distvich 9s. 5: 2222-222 eee da 6.1 DD IStatd Gii5 set Sat | eS 7.9 8. 
District 62a ee 7.9 8.1 
WEST NOE THOCENTE AL District. 7...) eee 10.2 10.9 
Minnesota. -_-...-..----2..-.-- 8.3 9.2 DIStTIGHS ess. Paso 8.7 9.6 
eee DAS UIC (Mee eee eee 9.5 10. 6 DASELICHO Roe ee oe 8.1 8.4 
Seca Se aiaveiers o hacioe ice ce 10.0 a 4 
IStTICUS A eeeee aoe ee (?) 
District LMR Sth ge Sy ge 8.6 f 8.7 SCIRUS Bea SEH TS 
District by Sse eee see 8.0 9.0 
District 6c... see 8.3 ia Delaware. a--2-25 ooo eee 6.0 : 
Disttichy 26 eee ees 8.4 9.0 || Maryland ....----..----------- 6.0 | 7 
Districts! it: 7.4 8.4 District 1......-....-.---- 6.2 6. 
DisteicyOr os a eee ee 6.7 6.9 District 2...-.--..-....--- 6.0 : 
PSSM ds! © Cum RE Oe Weare’ ie 75 7.9 Disiniets 75.1 ie. seat 6.0 6. 
Districi tec ear spell ke 7.9 7.9 District 5.........-..--.-- Ue bine, 
District 2. iwi ee a7 8.2 DistmievGsj.<. 22 5-0.5 2008 (2) & : 
Districh ste eee ee et 7.8 _ District 8....--..---.---.- 6.0 3. 
District ates te spe eee 7.9 8.2 || Virginia..-..---.----.------..- 6.3 . 
Districh ee eee 7.2 7.4 istics 2h eee 6.0 2. 
WisinienGee we ee 6.8 Me Disteta es ce ee 6.4 9. 
Distrieni 2) eae eee ip (a 8.7 Disiingis.mee ook een: eee 6.2 10. 
Distrieh se ee 7.7 8.2 Disimicye eo eacet eee 6.0 z. 
Districe pene eee 6.9 (ao DISHHE Me yeostnee ee oeee 6.1 @. 
MAG SS OUTIL 4. Soe eee eee 17. 8.8 DiSWMGh 2-2 eee ae 6.4 8. 
Distrivg tes 2h ee oe: 7.9 DiSiRIGhe sees 7.3 8. 
Distrieh2 iol eee eee 7.6 8.09) aviesk, Vanpmmia.-2--22-ccseestse 6.2 6. 
Distnikt gece. o ey ease eee (pe 8.0 DIShe =e ee 5.9 (*) 
Districuets2. tek ee eee 7.5 8.1 | Disimieue eee eee eee 6.0 7. 
DIStriee or. ck Seek eee (Lai 9.2 DIR Mle ns eeeier oboe ee 6.0 (7) 
Distr oees/ Sl ake oes oe 7.4 8.6 DIS tieh oe ane eee 7.7 8. 
DIStTICUT on eee eee 8.0 8.6 IDISthiCh IN ce se= eee eee 6.4 ©) 
District Ses: -- kl one 8.3 12.0 |} Disinicity sn areeeee eens 6.0 6. 
Districv92:.2. 24h2-et SHH 8.5 9.5 II DIStHIGH Oc. 2- Whee et eee 6.0 7. 


1 Average of estimated total cost (rate per cent), including ‘‘discounts, bonuses, commissions, and j 
any other extra charges,’’ as reported by correspon dents. 
2 Data at hand not sufficient to warrant the showing of a district average. 
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| Loans to farmers on personal security—Average rates for interest and 
States and districts—Continued. 


Geographic division, State 
aid district. 4 : 


SOUTH ATLANTIC—Contd. 


WeeNorth Carolinas. 2.22.2 22e 2224. 
i DIStHICtHles se he seey ee 
DISGHIC tices cls eee ees 
DISCHICH Oise ase eee 
DISTHICE Am aoe cae 
PED ASTRICL OR oats secs 
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DASCHICT eas oe hae ee 
IDS Te IE GaSe Ceo eases 
DISHRICH Gate eet ee 
DiStRICh Se tae eeice eee 
BOR GIA tect oe tae es Ns 
DIS THIGH eee eae 
IDISETICE 2 he ae ae 
IDIG GOR a Sets pecseearceenes 
WDISCWICU Are. src: eerie 
WDISEI COR cee Seem on 
ADIStACTIOne eee ee sale c 
DIStHEICH iis nes cosets Sees ae 
IDISGHCHOme eco Coens 
IDISERICE DAS ee 
LOI ETIG Ue yi US ae A Soe pe ened 
IDIStHICHOr etc soot eee 
IDISHHICHIO Aes easeceece ite 
DISUHICHS Som ccascee hates 


EAST SOUTH CENTRAL. 


Kentucky........ Shue Boppeenae 
IDISUTICHias seo eae eee oa 
IDISERICH 24 Psieewask ese 


DISEHICE See ishe mie se kL 
DISETICH OMe ew isis ci oesee oe 
mennesseeiw se. 0 2 cesses ! 
DISUHICt He Sates e chee eee 
IDIStTICti2 Vass ses ss Soe es 
IDIStEICE Oise ees See Re 
IDISERICHA Bases See cers 
DIStICh See ou ceeu woe 


DASGTICt MUS Sheree oe 
IDIStHICh Zinc eco e seeeisic te 
District 3 
IDISERICT ARE eesti c oo: 
DISET Cte nee eaves Soles 
IDISERICH OM emeinc ce cekeceee = 
WiIStHICte sarees aes ues 
DISTRICT Oia ieee cis ore worse ccc 
DIStHICTO Me se ehee chi scree 
Mississippi....... SS hala 
DISEHICh eee ey 
IDIStHIChi2 ee oe et ree cee ae 


Loans on personal 


security. 
Average | Average 
interest total 
rate. cost. 


€.6 10. 2 
6.5 9.9 
6.0 9.8 
6.0 13.1 
6.3 8.3 
6.5 9.1 
7.8 LE 
6. 8 10. 0 
6.8 11.0 
6.8 14.0 
8.38 10.5 
8.5 10.5 
8.0 9.4 
8.Z 11.2 
8.2 10.0 
8.2 10.3 
@) @) 
8.2 11.9 
9.6 11.8 
979 12.1 
8.7 11.5 
8.6 10.8 
9.8 13.1 
10. 4 11.8 
10.0 12.9 
9.2 11.0 
10.5 11.8 
8.0 11.4 
9.2 11.4 
9.5 11.6 
9.3 11.4 
8.9 12.4 
9.1 9.8 


7.3 8.8 
1.3 9.2 
6.9 8.2 
7.3 9.1 
6.3 7.5 
7.6 9.0 
8.7 10.3 
7.2 9.2 
7.0 8.4 
8.1 9.3 
8.1 9.9 
8.9 10.3 
ee 
6 8. 
veh 4 a 1 
6 9 
() ie 
9.5 13.1 
7.4 8. : 
8.0 8. 
10.0 12.4 
9.4 11.5 
12.0 15.8 
9.8 12.0 
9.4 10. 0 
een oo) 12.6 
10.7 12.8 
8.9 10.3 
9.5 11.8 
10. 6 12.5 
8.7 10.8 
8.5 tt 
8.3 10.3 
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District 3 
District 4 
IDISTHCIOR oo ube cea eeceine 
DIStHICEHGS oe ae ee 
District 7 
IDIStHICH S24 eee ea 
DISTEIC TOs Bees uaa 
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ATIC AMS AS pete ne RS eu ae 
District lees ae eee 
IDISEHICU 2H ee So ee 
DASTRICE She Gus aes era 
DAS TRICh Ars ee ce eye eles 
DISTRICT DAY Stee eee ee 
DIStRICH Gussie fourm deine see 
IDIStRICEscae. eee eee 
DISTRICTS asco see ee 
DISTRICT OMe en ee eee 

BO UISTATI ARE Beers woh eae fh 
DAS te Cte eee i ease 
DIStHICt Raa ee eee es 
District 322.2: Aen Ren RO 
DAS HIG GA a es Ne 
DASERICT DME Sea ee ee a 
DAIStICE OL ee ee Recees 
DISGHICUMR es ie eee: 
DAStIGH SNe ee Cees 
DIStTRICH OES as ek eee 

Op aO nae ee pe ee 
IDAStTICT LEGS ee iis eS 
MASTTICH AM se en es oun 
DASGTICT Ocoee ee eee 
DAStIC HAR Eases eee es 
DISERICH OR eet My lene 
District 6::4-425- EB ONS 3 
DISTRICT REA re eee eee 
DAIStHICT Sense ee ea 
IDISERIC THORS Weenie ee 

TRO RASHES ite oR eee ete DEER Sates 


IDIStRICH BES see Lost aaah eee 
DiStricti4 tit] Sosa tas net eS 
Districtiaa. 2s 
DIStICHD ASE e eee ee Notes 
DISTRICT Oe eS hie ene 
IDAStRICU Ss s3hs ces Re ES oe 
DAS TIS TIO eee ech ee 


MOUNTAIN. 


MOnNtAN a sone Us Oe EE ane 
DD IStrict eres ee ee 
DAStrICh2 Se a ee ee 
DIstriCtiseee tees es ee 
DASE bidet ie Op nn eae 
DAS tied CPD eis eee oes 
DIStRICH Oskar eee eee 
IDASERIC Gieicneis ee aee 
IDIStICH Sse Se eae ee 
TAS tere Cth Oe SU ae sea ee ei 

Td ahi eee seen Ceie (epee aa 
DD ISTHIC Ee oe ap ease 1G) 
DISERIC HAZ ee aa ee 
DASTEIC TA er Ais Sera ene 
IDIStriGh bs Rae ee 
DAIStIC ET sate cen eee re elas 


D 


for total cost, by 


Loans on personal 


SNe SD ee ee 


security. 
Average | Average 
interest total 
rate. cost.! 
8.6 9.5 
9.8 11.8 
8.9 13.5 
8.1 10.1 
8.5 10. 4 
8.6 11.2 
8.3 9.7 
9.9 12.4 
9.7 10.0 
10. 4 13.4 
9.9 12.0 
9.9 13.1 
9.8 123 
9.8 IDs? 
9.8 IPERS 
10. 2 luleyf 
9.8 22: 
9.0 W.1 
10.5 13.0 
9.3 11.0 
9.1 9.8 
8.0 lee 
9.2 1.2 
8.3 10.0 
8.5 12.4 
8.5 9.8 
8.2 10.4 
IPA) 15.6 
1S 14.6 
10. 4 11.4 
gal 11.5 
1222 16.5 
ay 16.0 
13.8 19.2 
DED 15.4 
13.2 16.6 
14.4 18.2 
10. 2 12.2 
11.1 ULE 
103:2 PAGS 
10.9 13.9 
10.0 10.9 
10. 4 late 
9.9 11.5 
10.3 14.6 
9.3 10.4 
9.4 10.4 
11.1 Peal 
12.0 15.0 
Lie3 12,3 
11.4 12.0 
11.3 12.5 
10.8 11.5 
11.6 13.7 
(?) (?) 
11.3 12.5 
10.3 10.4 
10. 4 11.5 
10. 7 11.6 
(?) @) 
(?) (?) 
10. 4 11.3 
10. 2 12.8 


1 Average of estimated total cost (rate per cent), including ‘discounts, bonuses, commissions, and 
any other extra charges,” as reported by correspondents.  —_—s_ 
2 Data at hand not sufficient to warrant the showing of a district average. 
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Loans to farmers on personal security—Average rates for interest and for total cost 


States and districts—Continued. 


Loans on personal 
security. 
Geographic division, State, 
and district. 


? 


Loans on — 


security. 


Geographic division, State, 
and district. 


eae 


Averarge| Average Average Average 
interest total interest total 
rate. cost.1 Tate. cost.1 
MOUNTAIN—Continued. PACIFIC—continued. 
Idaho—Continued. Washington—Continued. 
US GN Ae a ee ieee 10.1 11.4 Dis taieie ae = eee 11.1 13. 
DISGHIEL Berea ee ere 10.5 11.3 Distuieb@------2222ecseeeee 9.8 11.0 
NVA ODM Bee. ne 2a 10.2 11.0 Disth@l@. 25. 222ssceseee 8.4 11.1 
Celonmdoy = eres 10.6 es IDistpiebe 252355 = 228-28 17 10.8 
DAS WEE Moone ee ee ee 10.3 10.7 IDIStRIGLD 522 odie 22 cee eee 9.8 9. 
IDI BUG ee Seeaeroe = aes 8.4 St | Vike p ORE Steen ea eee ere ee 8.4 9.6 
DISHED Sa Ase eee 10.3 10.9 Distmept. 82. here Eee 8.0 9. 
[OSE Frit pees SRR EDEL [2 ators 11.9 Disteiee2.-.. hisses 9.1 9, 
Distriet,5-5..2= 5.52 25 eew 9.9 11.4 Distpiens. 20h gee 9.0 9.1 
District Gis GEA eae 10.3. 12 DAS tmeae.--52 Reese kee 7.8 ro 
Distietw@e 2-2. oe 13.0 13.6 IDiStHIGiS = a eee ese ene 8.5 11. 
Distrete- 2222S. seems 1250 (2) Distpietw. 22) A Ske ees £7 9. 
District 2) Sage ee Rat Capen eta 10.1 10.8 Disthiepes. 2-5 42255-2252 25 (?) (*) 
News Mexicomn-- 5 ee ee 11.4 13.8 DistriebAe...-4-<eeeeaeaes (2) (2) 
DG AVALON ye: 7-323 Rea aie Se Pee 10.0 LD ae Galifornige 7 Sees ee 8.4 9.4 
TMU eae es es ee 8.8 10.4 DISC hile see eee 7633 9.4 
DIStHEb2 ase eee ee 8.8 9.4. 
PACIFIC. Disteiebo.->..Je esos oe ee 8.2 9.6 
+5 DAStRIELAY. 322 523255555 7.9 8. Gi 
‘Wiashtingfens 2. oho. 9.8 11.4 WS Gl Giga eee 7.6 9. 
DiStHICh We aos 2 oe eee ae 9.3 13.2 Distrie’.Sa....--.------=-- 8.9 9. 7m 
Disimiehges.-5 bees 10.2, 1305 DIS tMehGe 22 aa ees 10.0 10.49 
Distuiehes sites ees 10. 8 124 Distwietma 240.258. (2) ?) @ 
DIS thGhE A oes tn ees 9.0 10.5 Dis teiegiiBe: ee ees 8.4 9.4 — 


1 Average of estimated total cost (rate per cent), including ‘‘discounts, bonuses, commissions, and any ; 
other extra charges,’’ as reported by correspondents. ¥ 
2 Data at hand not sufficient to warrant the showing of a district average. 


DISTANCE FROM FINANCIAL CENTERS, 


The location of financial centers, which determines their distance _ 
from the borrowers in a given community, conforms to the localization 
of commerce and industry. The latter is generally governed by natural 
conditions. This means that distance from financial centers as a 
factor affecting interest rates is also relatively permanent, although 
to a less degree than in the case of climate, contour, and soil condi- 
tions. A study of the table on page 3, in connection with the 
accompanying map, shows that the averages for the cost of loans 
gradually rise as one proceeds outward from the leading financial 
centers. It is believed that variations in interest rates attributable 
to this factor can be considerably lessened, but the remedy for this 
appears to lie in institutional rather than individual effort. 


CHARACTERISTICS OF THE BORROWER. 
PERSONAL CHARACTER. 


The borrower who is known to be a man of honesty and integrity 
and who shows ability and judgment in the conduct of his farm 
business will ordinarily command the confidence of his banker and 
obtain credit on terms relatively favorable for his class of loans, 
whereas the individual who is uncertain in his personal character, 


| promptly. 
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| erratic in his judgment, and irregular in his business habits will be 


considered a less desirable risk and, if he obtains a loan at all, usu- 
ally must pay a higher rate of interest. In any case, if credit is to be 
extended wisely it is just as important to discourage its use among 
those who can not be trusted as it is to grant credit to trustworthy 
borrowers who will use the borrowed money profitably and repay it 


BUSINESS ABILITY AND BUSINESS HABITS. 


Oftentimes the borrower may be honest and upright in his inten- 
tions, but may fail to appreciate the importance of being prompt in 


| meeting his obligations. Possibly he thinks that a few days after 


the date of maturity 1s soon enough to make payment, and that a 
little delay is unimportant. He may not stop to consider that extra 
work and expense are involved when notice must be given of overdue 
paper, or that bank examiners do not take kindly to notes that are 


| overdue. 


Again, the business ability and business habits of the farmer are 


| tested when the banker asks for a statement of the borrower’s busi- 


ness. This information is needed by the banker as a basis for intel- 


| ligent rating. If the borrower is in the habit of keeping accounts 


and can explain the nature of his resources and liabilities and thus 


“indicate accurately his financial standing, the wisdom of granting a 
| desired loan as well as the proper terms thereon readily can be deter- 
| mined. On the other hand, if this information is lacking and the 
| banker is in doubt about the safety of a particular loan, he is likely 
to charge up his uncertainty to the borrower’s account in the form 
| of a higher rate of interest. 


The requirement that a borrower shall submit a statement of his 


business is being applied by bankers in their dealings with mer- 
-ehants and manufacturers. Accordingly, business men in general 
have become more or Jess familiar with this requirement, and are 
_ prepared to furnish such a statement whenever it is called for. Some 
_ bankers, in inaugurating a similar plan in connection with their farm 


loan business, are supplying farmers with especially prepared. blanks, 


or rate sheets, on which the farmers furnish the desired information. 


METHOD AND CHARACTER OF FARMING. 


One important purpose of the rate sheet is to show how far the 
farmer devotes his energies to raising a single crop, or how far he di- 
versifies his farming and gives attention to the raising of foodstuffs 


' for his family and feed for his animals. If, for example, farmer A 


has a garden and raises enough vegetables and fruit to supply the 
family needs, if he keeps enough poultry, pigs, and other live stock to 
meet the requirements of his household for eggs, meat, milk and 
butter, if he provides enough pasture, hay, and fodder to feed his 
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live stock, he has this advantage, that when the cash crop, whether 
cotton or grain, is —— for sale in the fall, it is not tied up with a 
lien to meet a season’s advance for food or food: He is in a position, — 
therefore, to sell his cash crop whenever the marketing conditions 
are fv ueaplel ‘The relatively favorable position of such a farmer 
assists him in commanding the confidence of lenders. 


hay or a stk of fade in his wagon box. In his dotida field fhe are 
patches where the yield is poor because of low soil fertility and indif= 
ferent methods of cultivation. The only enterprise on the farm is 
cotton growing and this crop is mortgaged in advance to supply the | 
food and feed purchased in town and consumed on the farm. Farmer ~ 
- B has little if any credit at the bank. He gets a limited store credit 
on an advancing bec from a local eee His is the most ex= ; 


able to pay for it. 


RESPONSIBILITY FOR THE ONE-CROP SYSTEM. 


In some regions the lender even more than the farmer is responsible 
for the continuance of a one-crop system of farming. This is es- 
pecially true where bankers refuse to extend credit to farmers except — 
on the basis of a single crop, such as cotton in the South or a cereal _ 
crop in the North. Such a mistaken policy can be corrected only to 
the extent that the banker realizes the evil effects of one-crop farm- _ 
ing and undertakes to cooperate actively with the farmer in the 
extension of credit on a proper basis. | 

It is scarcely possible to lay too much emphasis upon the practice 
importance of the method and character of farming as a factor affec 
ing interest rates on farm loans. Every agricultural region has its _ 
own peculiar problems of adapting farming methods and practices to 
local conditions. There are progressive bankers in various parts of 
the country who realize the importance of cooperating with the 
farmers in promoting the kind of farming that wili be permanently — 
beneficial to the community. This suggests a common interest 
between bankers and farmers which should be made the basis for — 
further cooperative effort. 
4 
Qi 

As the importance of promoting and encouraging improved systems — | 
of farming becomes increasingly apparent, attention will be directed 
more and more toward such questions as the purpose and size of farm ‘ 
loans. How are the proceeds of a proposed loan to be employed? 
Are they to be expended for a productive purpose, such as would lead 


CHARACTERISTICS OF THE LOAN. 


| 
| ductive purposes and of having the size of the loan conform to the 
| 
| 
| 
. 
| 
| 
| 
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+o improvement in the farming business? Is the size of the loan well 


| adapted to the purpose in view? Does the period for which the loan 


is to run conform to the time the capital is actually needed? All of 


| these questions have a direct bearing on the costs of short-time farm 


‘oans. 
PURPOSE OF THE LOAN. 


The use of any given loan ought to yield a return sufficient at least 
to repay both interest and principal. If the returns are not sufficient 
for this purpose, then the money should not be borrowed. The only 
way in which the use of credit can be directed so as to serve the inter- 
ests of improved agriculture is to control the extension of loans so 
| that they may be used for productive purposes only. This means, at 

| the same time, a safer use of credit. 

In some Iecalaes banks offer loans to farmers at reduced rates of 
| interest when the money borrowed is used for some specific and 
approved purpose, such as the purchase of live stock, the building of 
silos, or the making of other improvements which mill make farming 
more profitable under the given conditions. 


SIZE OF THE LOAN. 


The banker usually charges a higher rate of interest on a small loan 


} than on a large one. The clerical and bookkeeping expenses are the 
| same in both cases. Unless a higher rate were charged on small loans, 
| the point would be reached where the expenses connected with such 
| loans would be greater than the interest. On the other hand, it pays 


the banker to handle large loans at a lower rate of interest. 
The importance of restricting loans to those for approved pro- 


| requirements of sound farm investment has been recognized by some 


bankers to such an extent that they employ advisers who discuss 


{| such questions with their farmer patrons in order to promote the 
interests of their farm-loan business. This plan has been followed 


by banks in the Central West, in New England, and in the South. 


| The plan of one of the southern banks may be taken as an example. 
| The agricultural adviser employed by this bank, after a conference 
| with the prospective borrower, decides whether the proposed loan is 
| businesslike and expedient. If the purpose of the loan meets with 


his approval, he works out a plan of procedure with the farmer. 
The farmer may consider that he needs a loan of $1,000. As a result 
of his conference with the adviser it may be found that $700 is suffi- 
cient. They discuss the safety of the proposed mvestment, the 
additional equipment necessary, and in case live stock is to be pur- 
chased, the crop rotation that will furnish the most economical sup- 


| ply of feed. These items are all arranged and agreed upon before 


the bank makes the loan. After the loan has been made and the 
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capital invested it is the duty of the adviser to visit the farm from |} 
time to time to see if the plan adopted is adhered to and if the 
investment is yielding proper results. Such a plan means a 
protection to both the farmer and the banker. | 


RELATION OF THE FARMER TO THE LOAN AGENCY. 


The banker often makes a difference in his interest charges between | 
the regular patron and the man who is not a regular patron, other @ 
conditions being equal. If it is a question of favoring the one or the | 
other, the banker generally favors his patrons. The farmer, there- @ 
fore, who desires credit on favorable terms at a bank usually finds 
it important to establish banking connections by opening a checking © 
account. In this way he becomes familiar with banking methods and | 
with the general banking requirements for the extension of credit. | 
A farmer who maintains this direct relation with his bank will @ 
understand something of the need for a definite basis for his financial _ 
rating, and will realize the importance of keeping farm accounts so — 
that he can make a fairly definite showing of his resources and | 
liabilities and of his farm income. The value of this realization can | 
not be emphasized too strongly, in view of the fact that relatively | 
few farmers keep accounts sufficient to give them a knowledge of | 
their farm income, partly because of lack of training and para 
because of a disinclination for this kind of work. Moreover, many 
farmers are occupied so completely with other duties that ies feel 
they have little time to keep accounts. | 

Attempts are being made to overcome these difficulties in various | 
ways. In one rather thickly settled farming region in Massachusetts, — 
for example, the farmers have hired a bookkeeper cooperatively, 
who visits the farms and keeps the farm accounts. In certain States 4 | 
a plan has been adopted whereby the banker virtually becomes a 
bookkeeper for the farmer. Under this plan the farmer agrees to | 
deposit all his receipts with the bank and to make all his payments — 
by check. The farmer’s deposit slip shows the source and character | 
of each item, and there is a space on each check in which to indicate | 
the purpose and character of the expenditure represented. Underthis 
plan the banker is in a position to send the farmer a fairly complete 
monthly statement of his receipts and disbursements. 

HOW COLLECTIVE ACTION AMONG FARMERS MAY IMPROVE THEIR RELATIONS TO_ 
LOAN AGENCIES. 

In some parts of the country where farmers, if they obtained loans 
at all as individuals, were compelled to pay very high rates of interest, 
plans have been tried out under which groups of farmers have been 
able collectively. to establish improved relations with banks. In 
several localities of the Central Western and Rocky Mountain regions, 
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farmers have formed temporary agreements under which they act 


i | ecllectively as guarantee associations for approved loans of members. 


| The added security from these associations has enabled members to 
obtain loans at reduced rates of interest. Another plan, illustrated 
by what has been done in a Texas community, involves a temporary - 
| agreement between a group of farmers and a bank, but differs from 
the plan previously mentioned in that the added security consists of 
a reserve fund left with the banker. Each borrower allows the bank 


|| to retain 5 per cent of his loan for a reserve fund, which is held as a 
| | guarantee for all the loans made under the agreement and is returned 


| | to the farmers at the termination of the agreement. 

| Under another plan, which has been employed in several communi- 

| ties of the Northwest, a group of business men agree to deposit a sum 

)|} of money with a bank and guarantee the loans given to farmers for 
| some specific and approved purpose. In all such cases farmers have 

been enabled to obtain credit on more favorable terms than usual. 


| HOW THE COOPERATIVE CREDIT ASSOCIATION HELPS MEMBERS TO OBTAIN LOANS 


ON BETTER TERMS. 


In a number of localities in this country, groups of farmers have 
organized cooperative credit associations or credit unions. Usually 
| each credit union makes definite arrangements with some bank by 
which the latter acts as a depositary and furnishes loans on specified 
'terms. Thus one of the unions in North Carolina receives 3 per cent 
| interest from its bank on deposits subject to check and 4 per cent on 
| savings accounts left on deposit three months or longer, and pays 5 
per cent interest on its loans from the bank. The credit union in 
turn pays its own members 4 per cent on their savings accounts and 
| furnishes them loans at 6 per cent. Such a credit union not only 
_ accustoms its members to the use of check and savings accounts but 
also enables the members to obtain loans for approved productive 
_ purposes on better terms than they could obtain elsewhere. 


ATTITUDE OF THE LOAN AGENCY TOWARD THE FARM-LOAN BUSINESS. 


' In many regions the banks are not accustomed to dealing with 
| farmers to any extent, especially with tenants and croppers, and the 
| latter, therefore, must obtain their loans from other sources. This is 
| especially true in the cotton States, where the system of advances 
| from merchants to farmers still prevails. A few banks are breaking 
_ away from this traditional attitude, however. In one community 
| of South Carolina the banks are actively soliciting business with 
croppers and renters as well as with farm owners. One of these banks 
began this policy 15 years ago on the assumption that many small 
accounts of this character properly scattered would be safer for the 
bank than a few large accounts. The experience of these banks has 
led them to become more active than ever in the extension of their 
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farm-loan business, while the farmers of their vicinity generally a; 
obtaining loans on better terms than those living under simila 
agricultural conditions elsewhere. 

It is realized that the farmers in some sections of the country are 
accustomed to carrying check accounts with banks and are as familiar 
with the requirements of banking relations as other business men, 
There are other regions, however, where many farmers have not had 
such experience in commercial matters and where the bankers could 
be of practical assistance in making the farmers better acquainted 
with banking methods. The banker should remember that the 
farmer is not subject to the periodic visits of an examiner, requiring — 
that certain matters receive attention promptly within definite time 
limits. This is one reason why farmers do not always realize the — 
importance of meeting their obligations on specified dates. One plan — 
that has proved helpful in this connection is to have the banker give 
the farmer the benefit of ample written notice with reference to the © 
maturity of interest or other payments. i 

Existing banking methods and practices as related to farm loans 
are often criticised by reason of the unwillingness or inability of — 
certain bankers to carry over farm loans until the farmer is prepared 
to meet his obligations. Complaint is often heard of cases where a 
banker, with a little extra effort, could make arrangements to carry 
over the loan of some farmer patron, but where in fact an apparen 
indifference to the welfare of the farmer is shown. It is interesting 
to learn, however, that many bankers manifest exactly the opposite 
attitude, and use every resource at their command, including such 
assistance as they can obtain at larger financial centers, in order to 
carry over their farmer patrons until such time as payment on loans 
can be made conveniently. : 

Where banks are active in developing farm-loan business they 
realize the importance of understanding the requirements of safe and 
progressive agriculture and also the importance of educational work 
among farmers in the interest of improved agriculture. Such knowl- 
edge gives the banker a better understanding of the merits of farm 
loans and at the same time tends to raise the standard of farm-loan 
paper. These considerations not only make possible a safer and larger 
loan business for the banker but also lead to a decrease in the interest 
rates paid by the farmer. 
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